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SUBJECT: TRANSFER OF WHEAT TO THE ITALIAN INTERVENTION AGENCY 

REF: EC BRUSSELS 03343 

1 . SUMMARY: INCREASING QUANTITIES OF EC INTERVENTION WHEAT ARE 
BEING OBTAINED BY ITALY TO STABILIZE ITS DOMESTIC MARKEY AND CON- 
SERVE FOREIGN EXCHANGE. THIS IS TO THE DETRIMENT OF IMPORTS 
LIMITED OFFICIAL USE 
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FROM NON-EC SOURCES. AND PRIVATE TRADING OPPORTUNITIES. IT ALSO 
FORCES ITALIAN MILLERS TO USE LOWER QUALITY WHEAT THAN THEY WOULD 
PREFER. AN ESTIMATED 19 PERCENT REDUCTION IN THIS YEAR'S 
SOFT- WHEAT CROP, CAUSED BY WET WEATHER LAST FALL AND WINTER, 

IS EXPECTED TO RESULT IN AN INCREASE IN TOTAL SOFT- WHEAT IMPORTS 
OF OVER 1.0 MILLION METRIC TONS IN THE 1977-78 MARKETING YEAR. 

END OF SUMMARY. 
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2. THE WHEAT MARKET IN ITALY IS IMPORTANT BOTH POLITICALLY 
AND ECONOMICALLY. PER CAPITA CONSUMPTION IS ABOUT 178 KILOS 
FOR THE COUNTRY OVERALL. PASTA AND BREAD CONSTITUTE AN 
ESPECIALLY LARGE SHARE OF THE FAMILY BUDGET FOR LOWER INCOME 
GROUPS. PRICES OF THESE PRODUCTS ALSO HAVE A SIGNIFICANT EFFECT 
ON THE COUNTRY'S WAGE ESCALATOR (SCALA MOBILE) CALCULATIONS. 
WHEAT'S IMPORTANCE IS INDICATED BY THE FACT THAT IT WAS THE 
ONLY COMMODITY EXEMPT FROM THE PRIOR DEPOSIT REQUIREMENT 
AND OTHER FOREIGN EXCHANGE RESTRICTIONS IN EFFECT DURING 
THE PAST YEAR. 

3. MORE AND MORE IN RECENT YEARS ITALY HAS BEEN USING EC 
INTERVENTION STOCKS TO STABILIZE ITS DOMESTIC WHEAT MARKET. 

THE PRINCIPAL ADVANTAGE OVER REGULAR IMPORTS IS THAT THE USE 
OF SCARCE FOREIGN EXCHANGE IS AVOIDED. INTERVENTION WHEAT ALSO 
HAS BEEN FAVORABLY PRICED. THE INTERVENTION WHEAT IS SOLD 

AT AUCTION BY AIMA, THE ITALIAN INTERVENTION AGENCY. AFTER 
ALL HANDLING AND TRANSPORTATION COSTS HAVE BEEN DEDUCTED, THE 
REMAINING PROCEEDS FROM THE SCALE (IN LIRE) ARE CREDITED TO THE 
ACCOUNT OF FEOGA. THIS IS MERELY A BOOKKEEPING PROCEDURE AND 
INVOLVES NO DISBURSEMENT OF HARD CURRENCY. PARTICIPATION BY 
PRIVATE COMPANIES IN THE INTERVENTION WHEAT SALES IS LIMITED TO 
THE TRANSPORTATION AND HANDLING OF THE COMMODITY. THUS, PRIVATE 
TRADING ACTIVITY IS REDUCED. MILLERS ARE SAID TO BE DISSATISFIED 
WITH THE QUALITIES OF WHEAT AVAILABLE FROM EC INTERVENTION 
STOCKS. 

4. ITALY WILL HAVE TO IMPORT SIGNIFICANTLY LARGER QUANTITIES 
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OF SOFT WHEAT IN 1977-78 SINCE DOMESTIC PLANTINGS LAST FALL AND 

WINTER WERE DOWN SHARPLY DUE TO EXCESSIVE MOISTURE. THE AGATTACHE 

OFFICE CURRENTLY ESTIMATES THAT THIS YEAR'S CROP WILL TOTAL 

4,960,000 METRIC TONS, DOWN 1,150,000 METRIC TONS OR 19 PERCENT 

FROM LAST YEAR. THE TOTAL SOFT WHEAT IMPORTS ARE FORECAST 

AT 2.6 MILLION M.T. IN THE NEXT MARKETING YEAR (AUG 77-JULY 

78) COMPARED TO AN ESTIMATED 1.4 MILLION M.T. IN THE CURRENT (AUG 76- 

'7)6 77) YEAR. DURUM IMPORTS ARE PROJECTED AT 450,000 AS 

COMPARED TO ABOUT 4000,000 M.T. IN THE CURRECT 1976-77 (AUG- 

JULY) YEAR. THE 1977 DURUM CROP IS ESTIMATED AT 3,250,000 M.T. 

COMPARED TO A 1976 CROP OF 3,020,000 M.T. HARVESTED. NOTE: 

DUE TO EXCEPTIONALLY WET WEATHER DURING THE HARVEST SEASON IN 
1976 SOME 210,000 M.T. OF DURUM WERE NOT HARVESTED. 

5. ITALY WILL GET AS MUCH SOFT WHEAT AS IT CAN FROM EC 
INTERVENTION STOCK TRANSFERS THIS YEAR AND NEXT. LITTLE DURUM 
WILL BE AVAILABLE BECAUSE PRODUCTION OF QUALITY DURUM IS NOT 
LARGE IN THE REST OF THE EC. MINAGR OFFICIALS INDICATE THE 

EC HAS PROMISED 400,000 METRIC TONS OF INTERVENTION SOFT WHEAT 
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FOR THE 1977-78 COMMERCIAL YEAR. THEY ALREADY HAVE RECEIVED 
500,000 M.T. THIS CROP YEAR AND MAY NOT BE ABLE TO GET MUCH 
MORE UNTIL AFTER HARVEST. 

6. IMPORTERS SAY THAT THE COEFFICIENT OF EQUIVALENCY WHICH 
IS USED TO ESTABLISH EC LEVIES FOR THE DIFFERENT TYPES OF WHEATS 
FAVORS EC GROWN WHEAT OVER THAT FROM THIRD COUNTRIES. THUS, THERE 
IS STRONG FINANCIAL MOTIVATION FOR IMPORTERS TO BUY FROM THE EC 
INSTEAD OF FROM NON-EC SOURCES. IT IS SUGGESTED THAT THE EXTENT 
OF THIS FAVORITISM TO EC WHEAT WOULD BE A GOOD SUBJECT FOR 
FURTHER STUDY BY USDAAV AND USEC.GARDNER 
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